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ABSTRACT 



In response to a Congressional request, the General 
Accounting Office studied the process that the Department of Housing and 
Urban Development (HUD) uses to select projects for the homeless for funding, 
whether this process is consistent with statutes and community priorities, 
whether communities face any common problems when applying for HUD funds, and 
the actions needed to correct any problems. Study results, using data from 
many sources, indicate that HUD selects projects for funding on the basis of 
a three- step process that is consistent with statutory requirements, and it 
does not distinguish between new and renewal projects. Most projects that 
communities ranked as high priority received funding in 1998 and 1999, and 
most applicants understood how to apply for HUD grants. More than one-third 
of communities, however, had difficulty in understanding all requirements or 
completing the paperwork. Community representatives identified some problems 
related to securing funding, and suggestions are made to remedy these 
problems. Four appendixes contain a description of HUD's homeless assistance 
programs, data on HUD competitions and the process for determining homeless 
assistance need, and comments on this report from HUD. (SLD) 
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United States General Accounting Office Resources, Community, and 

Washington, D.C. 20548 Economic Development Division 



B-284896 
July 24, 2000 

The Honorable Judy Biggert 
The Honorable Donald Manzullo 
The Honorable Jerry Weller 
House of Representatives 

The Stewart B. McKinney Homeless Assistance Act, as amended, 
established a wide range of federal programs to provide a comprehensive 
package of housing and services to people who are homeless. Several of 
the McKinney Act programs are administered by the Department of 
Housing and Urban Development (HUD), and for these programs, in fiscal 
year 1999, HUD awarded almost $1 billion to states, localities, and 
organizations to provide housing and services to homeless people. The 
majority of HUD’s McKinney Act funds (about $750 million in 1999) are 
dedicated to three programs — the Supportive Housing Program, Shelter 
Plus Care, and Section 8 Moderate Rehabilitation Single-Room Occupancy 
Dwellings. (App. I describes each of these programs in detail.) Every year, 
HUD has a national competition to distribute this funding, and 
communities wishing to participate must submit an application that 
includes a plan describing their overall strategy for addressing 
homelessness, called the Continuum of Care, and information on the 
individual projects for which they are seeking funds. The number of 
projects that communities included in their applications ranged from over 
30 to 3 or fewer for the 1998 and 1999 competitions. Each community is 
required to rank its projects according to the most important needs of the 
homeless population in its area. HUD reviews the applications to determine 
which projects will receive funds for the three programs. 

In recent competitions, some concerns have been raised about HUD’s 
decisions on the homeless assistance projects selected for funding. In 
particular, some communities have contended that HUD was not 
considering the priorities that they had assigned to projects in their 
applications. In response to these concerns, you asked us to determine (1) 
what process HUD uses to select projects for funding, whether this process 
is consistent with relevant statutes, and how HUD treats new projects and 
projects that have been funded in the past (renewal projects); (2) the 
extent to which HUD funds projects that communities rank as high priority 
under their Continuums of Care, and why some high-priority projects are 
not funded while some low-priority projects are funded; and (3) whether 
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communities face any common problems when applying for funds from 
HUD, and what actions are needed to correct these problems. In order to 
answer these questions, we reviewed and analyzed information in HUD’s 
databases, surveyed 394 communities that applied for funding in 1999, and 
interviewed HUD officials and some community representatives. 



Results in Brief hud selects projects for funding on the basis of a three-step process that is 

consistent with the requirements in relevant statutes, and it does not 
distinguish between new or renewal projects. Under the selection process, 
HUD considers (1) communities’ overall strategies for addressing 
homelessness, (2) whether the projects meet the applicable program 
standards set in the McKinney Act, and (3) the relative need for homeless 
assistance funds for each community. HUD ranks all eligible projects and 
awards grants to these projects in the order they are ranked nationally, 
until the funds available for the competition are depleted. 

Most projects that communities ranked as high priority were awarded 
funding in 1998 and 1999. For example, in 1999, 92 percent of the projects 
that were ranked in the top 25 percent of each community’s priority list 
were funded, for those communities that had between 4 and 16 projects on 
their list. However, for those communities that had three or fewer projects 
on their priority list, the project identified as the top priority was funded 
between 34 to 70 percent of the time. Furthermore, in those instances in 
which high-priority projects were not funded under the competition and 
low-priority projects were funded, it was always because the higher-ranked 
projects did not meet the applicable program’s eligibility requirements. 

Most applicants generally understand the application and paperwork 
requirements necessary to compete for HUD grants. However, more than 
one-third of the communities that applied for funds in 1999 had significant 
problems in understanding the application requirements or completing the 
paperwork. Representatives of these communities cited a variety of 
difficulties in completing the application requirements and in getting 
information from HUD field office staff about the program and these 
requirements. For example, some communities reported difficulties caused 
by the time-consuming and resource-intensive paperwork requirements 
and the lack of clear instructions and definitions, as well as difficulty in 
understanding HUD’s selection process. Community representatives we 
spoke with suggested a number of actions that HUD could take to alleviate 
the problems they experienced, such as better training for applicants and 
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field office staff, more use of technology to provide access to information, 
and a simpler application format. 



Background 



In 1993, HUD implemented the “Continuum of Care” strategy to encourage 
and enable states and localities to develop coordinated and comprehensive 
community-based approaches for providing the housing and services that 
homeless people need. This strategy is designed to build partnerships 
among states, localities, nonprofit organizations, and the federal 
government, and it encourages the development of long-term solutions for 
addressing homelessness. A locality’s Continuum of Care planning effort 
brings together a variety of local stakeholders in order to (1) identify the 
size and scope of the homelessness problem; (2) inventory the assets 
available in the community to alleviate homelessness; (3) rank the 
community’s needs in order of priority; (4) strategically plan the range of 
services and programs that should be implemented to address 
homelessness; and (5) identify leveraging resources, including other 
federal, state, local, and private funds, that can be used to address 
homelessness. 

HUD uses a “Super Notice of Funding Availability” to announce funding for 
homeless assistance grants and other HUD programs. This notice includes 
both general and program-specific application procedures and 
requirements that applicants must adhere to when applying for funds. A 
community’s application for homeless assistance grants consists of two 
parts: (1) the Continuum of Care plan, which describes the coordinated 
process the community used to develop a system for assisting homeless 
people, and (2) information about each of the projects that are applying for 
funds from HUD’s three homeless assistance programs — the Supportive 
Housing Program, Shelter Plus Care, and Section 8 Moderate Rehabilitation 
Single-Room Occupancy Dwellings. 

For the 1999 competition, HUD made $750 million available to fund 
homeless assistance programs under the Continuum of Care process. For 
this competition, HUD received 423 applications, which included funding 
requests for about 3,000 individual projects. Applications were received 
from communities in 48 states, the District of Columbia, Guam, the 
Commonwealth of Puerto Rico, and the U.S. Virgin Islands. 1 At least one 



'Communities in North and South Dakota and American Samoa did not apply for funds in 
1999. 

* 
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application from each of these states, the District of Columbia, and Puerto 
Rico was awarded grants, and about two-thirds of all the projects that 
applied for funds were awarded grants. (App. II includes a state-by-state 
analysis of the number of continuum of care applications and projects that, 
requested and were awarded funds during the 1998 and ii)99 competitions.) ' 


HUD’s Selection 
Process Emphasizes 
Community Planning 
and Coordination and 
Is Consistent With 
Legislative 
Requirements 


HUD’s selection process for homeless assistance projects places the 
greatest value on how well communities have planned and coordinated 
their system for serving homeless people and is consistent with the criteria 
established by the McKinney Act. HUD’s selection process includes (1) a 
review of each community’s Continuum of Care plan; (2) a review of the 
eligibility, capacity, and quality (threshold review) of each project 
competing for funds; and (3) a determination of the relative homeless 
assistance need of each area that has applied for funds. HUD uses a scoring 
system to assign points for different parts of the selection process. 
Specifically, each project receives points for the quality and completeness 
of its associated Continuum of Care plan and points for need based on 
HUD’s need determination and the priority assigned to the project by the 
community. These points collectively make up the final score for each 
individual project. Projects are then ranked by their scores in relation to 
other projects nationwide and are funded in the order in which they are 
ranked until the funds available for the competition are depleted. 
Throughout this process, HUD does not give any special preference to new 
or renewal projects and instead relies on the priorities set by the 
communities. 
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Review of Communities’ 
Continuum of Care Plans 


HUD first reviews the Continuum of Care (COC) plan that each community 
competing for funds submits as part of the application process. The quality 
and completeness of the community’s COC plan is critical for the projects 
associated with the plan to be competitive with other projects nationwide. 
This is because the COC plan represents 60 percent of the total points that 
any project can receive as a result of HUD’s review. 2 Every project 
associated with a particular COC plan will receive the same number of 
points assigned to the plan. For example, if a community has submitted an 
application consisting of 10 projects, and the community’s COC plan 
receives 52 of the possible 60 points, then each project included in the 
application will receive 52 points for its COC score. In reviewing COC 
plans, HUD evaluates the process that the community uses to develop the 
plan, the strategy that the community will use to deyelop a comprehensive 
service delivery system for homeless people, the reliability of the data used 
to establish service gaps in the community, the fairness of the process used 
to establish project priorities, and the extent to which the community has 
been able to attract other resources that will supplement HUD’s homeless 
assistance grant funds. Generally, applications that are not part of a larger 
community-based COC strategy (called solo applications) do not receive a 
favorable COC score, according to HUD. 

Under the COC process, HUD requires communities to reach agreement on 
which projects they consider to be the highest priority for homeless 
assistance grants before they apply to HUD for funds. This requirement is 
based on the premise that communities are more knowledgeable about the 
needs of homeless people in their areas than anyone else, and therefore 
these priorities should be determined at the local level. 


Threshold Review for 
Project Eligibility 


HUD then conducts a review of each project associated with a COC plan to 
determine whether it meets the eligibility requirements set in the McKinney 
Act. This review is called a threshold review and involves evaluating the 
eligibility and capacity of the organizations sponsoring the projects and of 
the quality of the projects being proposed. HUD reviews each project 
application to ensure that the sponsors of the project, the population to be 

2 Most projects can receive a total of 100 points from HUD. However, some projects may 
receive up to four bonus points — two points for projects that fall within an empowerment 
zone or enterprise community (which are the 72 urban or 33 rural communities designated 
as the most economically distressed in the nation) and two points for court-ordered 
consideration of applications received from projects located in Dallas, Texas. 
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served, and the proposed activities are eligible under the applicable 
program rules. HUD also reviews each application to determine whether 
project sponsors have the necessary knowledge and experience about 
homelessness in general and have demonstrated the ability to carry out the 
proposed activities for the project. In addition, past HUD grant recipients 
must be able to demonstrate that they have implemented prior projects in a 
timely manner. Finally, HUD reviews each application to determine the 
quality of the proposed project by reviewing the appropriateness of the 
proposed housing and services for the populations to be served and the 
cost-effectiveness of the project, including the costs associated with 
construction, operations, and administration. Projects that do not pass the 
threshold review are not considered eligible for funding even though the 
community’s COC plan may have ranked them as high-priority projects. 
During the 1998 competition, of the 2,644 projects requesting funds 
nationwide, 196 did not pass the threshold review and were not considered 
eligible for funds. Similarly, in 1999, of the 3,000 projects requesting funds, 
202 did not pass the threshold review. 



Determination Of Relative For all projects that pass the threshold review, HUD assigns up to 40 “need” 
Need and National Ranking points, according to its determination of the community’s relative need for 

homeless assistance, called the pro rata need amount. HUD uses a four-step 
process to determine a community’s pro rata need amount. 3 This process is 
described in detail in appendix III. The pro rata need amount does not 
represent a guaranteed level of funding that communities will receive 
under the competition but is instead the mechanism that HUD uses to 
assign need points to eligible projects. Based on the pro rata need amount 
determined for a community, HUD assigns need points to all eligible 
projects in the order of priority set by the community. The top-priority 
projects on the community’s list receive 40 points each for need; lower- 
priority projects, 20 points; and the lowest-priority projects, 10 points. See 
appendix III for a detailed description of how need points are assigned to a 
community’s eligible projects. 



3 In determining each community’s pro rata need amount, HUD makes adjustments to (1) 
reflect the heavy renewal burden that some community’s face and (2) ensure that 30 percent 
of homeless assistance program funds are used for permanent housing, as required by the 
fiscal year 1999 and 2000 appropriations acts. 
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Once need points have been assigned, HUD develops a total score for each 
project by combining the assigned need points with their related-COC plan 
score. All eligible projects are then ranked nationwide according to their 
total scores. HUD selects projects for funding in the order in which they are 
ranked nationally, until the amount of funding available for the competition 
is expended. During the 1999 competition, projects that received a total 
score of less than 76 were not funded, and during the 1998 competition, 
projects that received a total score of less than 74 were not funded. 4 


Selecting New Versus 
Renewal Projects 


Throughout the selection process, HUD does not give special preference to 
new or renewal projects but instead bases its award decisions on the 
priorities that communities assign to projects in their COC plans. 
Consequently, if a community chooses to place a higher priority on new 
projects rather than renewal projects, HUD will award funds to the new 
projects first, as long as they are eligible for funding. 

In recent competitions there has been some concern about HUD’s not 
funding successful renewal projects and the overall lack of funds available 
to meet the growing demand for funds for renewal projects. In recognition 
of this growing demand, HUD has increased the pro rata need amount for 
those communities that have proportionately greater funding needs for 
renewal projects. This adjustment changes the amount of funds that HUD 
believes these communities need in order to assist their homeless 
populations and may result in a greater number of projects on these 
communities’ priority lists receiving the maximum number of points for 
need. 


Most High-Priority 
Projects Are Funded by 
HUD 


For the 1998 and 1999 competitions, most projects that communities 
ranked as high priority received funding. For example, in 1999, 92 percent 
of the projects that were ranked in the top 25 percent of each community’s 
priority list were funded, for those communities that had between 4 and 16 
projects on their list. In these communities, high-priority projects that did 
not receive funds usually did not pass HUD’s threshold review and were 

4 In the 1999 competition, HUD reserved the authority to select eligible renewal projects for 
funding on a noncompetitive basis under the Supportive Housing Program. These projects 
would normally not be selected as part of the competition because their related COC plans 
received low scores; however, to be selected on a noncompetitive basis, these projects must 
have received 40 points for need. 
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deemed ineligible for funding. Some of the common reasons high-priority 
projects did not pass the threshold review included (1) the populations to 
be served or the proposed activities for these projects were ineligible for 
funding, (2) the sponsor or applicant did not have the capacity to 
implement the project, or (3) the quality of the project did not meet 
program standards. In contrast, when high-priority projects in communities 
that had three or fewer projects in their applications were not funded 
generally because their COC plans received low scores. Low scores caused 
these high-priority projects to become less competitive with other projects 
nationwide. Tables 1 and 2 show the funding decisions for the top-priority 
projects for COC applications of different sizes for the 1998 and 1999 
competitions, respectively. 



Table 1 : Funding Status of High-Priority Projects, 1998 Competition 







Projects funded 


Projects deemed not 
eligible for funding 


Projects that were not 
funded b 




Size of COC 
application 


Total number of 
high-priority 
projects 8 


Number 


Percent 


Number 


Percent 


Number Percent 


8 COC applications 
with 30 or more 
projects 


95 


93 


98 


2 


2 


0 


0 


25 COC applications 
with 1 7 to 29 
projects 


131 


128 


98 


2 


2 


1 


1 


183 COC 

applications with 4 to 
16 projects 


305 


267 


88 


13 


4 


25 


8 


48 COC applications 
with 3 projects 


48 


37 


77 


1 


2 


10 


21 


74 COC applications 
with 2 projects 


74 


55 


74 


3 


4 


16 


22 


1 1 1 COC 
applications with 1 
project 0 


111 


45 


41 


14 


13 


52 


47 



‘For those COC applications that had four or more projects, we considered the top 25 percent of the 
projects on the communities’ priority lists to be high-priority projects. For those COC applications that 
included three or fewer projects, we considered the first project on the priority list to be the community’s 
top priority project. 

“In 1998, in its database, HUD did not distinguish between eligible projects that were not funded and 
projects that were not reviewed. 

c ln 1998, 1 1 1 COC applications were submitted for a single project. 
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Table 2: Funding Status of High-Priority Projects, 1999 Competition 



Projects deemed not Eligible projects that Projects not 

Projects funded eligible for funding were not funded reviewed by HUD 

Total 
number of 
high- 

Size of COC priority 



application 


projects 8 


Number 


Percent 


Number 


Percent 


Number 


Percent 


Number 


Percent 


15 COC 
applications 
with 30 or more 
projects 


169 


165 


98 


4 


2 


0 


0 


0 


0 


25 COC 
applications 
with 1 7 to 29 
projects 


131 


122 


93 


7 


5 


1 


1 


1 


1 


187 COC 
applications 
with 4 to 16 
projects 


326 


301 


92 


13 


4 


8 


2 


4 


1 


53 COC 
applications 
with 3 projects 


53 


37 


70 


4 


8 


9 


17 


3 


6 


57 COC 
applications 
with 2 projects 


57 


35 


61 


6 


11 


9 


16 


7 


12 


86 COC 
applications 
with 1 project 5 


86 


29 


34 


3 


3 


21 


24 


33 


38 



“For those COC applications that had four or more projects, we considered the top 25 percent of the 
projects on the communities' priority lists to be high-priority projects. For those COC applications that 
included three or fewer projects, we considered the first project on the priority list to be the community’s 
top priority project. 

b In 1999, 86 COC applications were submitted that included a single project. 
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